% of Total FY 2004 General Fund: 4.11%

Reasons For Historical Changes:

® Tax Changes

Revenue from various fees has undergone a number

of cycles of de-earmarking to the general fund and

earmarking back again to the state special revenue
account.

e  Fiscal 1986 - The 1985 legislature (House Bill
759, Chapter 391) created an insurance regula-
tory trust account and deposited all insurance
fees and charges to the trust.

Fiscal 1988 -The large revenue spike was due
to the passage of House Bill 880 (Chapter 622)
by the 1987 legislature that amended 33-2-
705, MCA. This legislation gave rule-making
authority to the Insurance Commissioner to pro-
vide for quarterly payment of the tax. Thus, col-
lections were accelerated by two quarters in
fiscal 1988 and dropped to a normal collection
pattern in fiscal 1989. This legislation changed
the tax rate percentages that had varied be-
tween 2.75% and 0.75% based on the amount
of assets invested in Montana securities to the
current uniform percentage tax rate of 2.75%.

Forecast Methodology

Fiscal 1990 - In 1989, the legislature en-
acted Senate Bill 78 (Chapter 351) that de-
earmarked all fees and charges to the gen-
eral fund.

Fiscal 1993 - In July 1992, the legislature
in special session implemented a 7% sur-
charge on all taxes (House Bill 44, Chapter
15), including the insurance premium tax,
the proceeds from which were deposited to
the general fund. The surcharge for this
tax was effective from August 14, 1992
through June 30, 1993 and increased col-
lections in fiscal 1993.

Fiscal 1992 - The tax on the fire portion of
enumerated risks (50-3-109, MCA) was
increase from 0.75% to 1.0% in House Bill
809 (Chapter 703) by the 1991 legislature.
Fiscal 1998 - The 1997 legislature com-
bined the 1.5% tax in 19-18-606, MCA,
with the 1.0% tax in 50-3-109, MCA, and
repealed 19-18-606, MCA (House Bill 169,
Chapter 532). House Bill 169 also de-
earmarked the combined 2.5% tax from
the state special revenue fund to the gen-
eral fund, causing an increase in the gen-
eral fund portion of the insurance tax reve-
nue beginning in fiscal 1998.

Distribution Methodology

Examination Charges

Portfolio Notice Filing] = | State Auditor Portfolio
{0 Fees & = Administration Costs
State Special Revenue

Total Investment
License Fee Revenue

All Other License 100%

Fee + Genetics + Premium _ Guarantee Refunds Total Insurance &
Revenue Fee Tax Offset - License Fee Revenue
Actual Actual Actual
Collections| Collections| Collections
X Growth X Growth X Growth
Rate Rate Rate

Remainder
Transferred

Shown in the “All Other”
revenue estimate

General Fund
Revenue

General Fund

Fiscal 2000 & 2001- With the enactment
of Senate Bill 132 by the 1999 legislature
(Chapter 316), all insurance fees were
again earmarked and deposited to the
state special revenue fund. The legisla-
tion also removed most of the various
insurance fees and replaced them with a
$1,900 flat fee and established new
course review fees.

Legislative Fiscal Division
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LFD Mission Statement

We are committed to enhancing the legislative
process through understandable and objective
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Fee Revenue Revenue

Shown in this
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Insurance Tax & License Fees

Revenue Description:
The insurance premiums tax is levied on the net premi-
ums or gross underwriting profit for each insurance com-
pany operating in Montana. Gross underwriting profit is
essentially insurance premium income. In addition, vari-
ous insurance fees and licenses are also collected.

Applicable Tax Rate(s):

The current tax rate is 2.75% of net premiums (including
cancellation and return premiums) on policies sold in
Montana. In addition to this tax, there is a 2.5 % tax on
the fire portion of net premiums for selected risks. For
each Montana resident insured under any individual or
group disability or health insurance policy, all insurers are
required to pay $0.70 to the State’s Insurance Commis-
sioner. This fee is used to fund the voluntary statewide
genetics program established in statute (50-19-211,
MCA). Senate Bill 132 (passed by the 1999 legislature)
eliminated many disparate fees on insurance companies,
which had partially been deposited into the general fund,
and replaced them with a single company annual fee of
$1,900. Revenue from this fee is deposited to the state
special revenue fund for administration of insurance ac-
tivities.

Distribution:
Insurance tax proceeds from the tax on surplus lines
premiums, net premiums, captive insurance company
premiums, and fire insurance premiums are deposited
into the general fund along with genetic fee revenue.
License fees and the 1% stamping fee on surplus lines
insurance premiums are deposited into the state spe-
cial revenue fund for use by the State Auditor.

Collection Frequency: Quarterly & Annually

Maijor Drivers:
e  Number of insurance policies sold
e Amount of premiums
e Taxand fee rates

Statutory Reference:
Tax Rate (MCA) - 33-2-705(2), 33-2-311, 33-28-201
(1&2), 50-3-109(1)

Fee Rate (MCA) - 33-2-708(1&2), 33-14-201(2), 33-2-
712

Tax Distribution (MCA) - 33-2-708(3), 33-2-712, 50-3-
109(1)

Date Due - March 1st each year (33-2-705(1), 33-2-
712, 33-28-201(1&2)). Quarterly payments due the
15t of April, June, September, and December
(Administrative Rules 6.6.2704, 6.6.2705)

Total General Fund GF
Fiscal Collections Collections Percent
Year  Millions Millions Change
A 1983  17.725218  13.011479 Not App.
A 1984 19517173  13.621332 4.69%
A 1985  20.797571  15.691565 15.20%
A 1986 23759335  16.780399 6.94%
A 1987  25.299537  18.245085 8.73%
A 1988 39564932  32.047077 75.65%
A 1989  28.085448  20.882814 -34.84%
A 1990 26.430389  19.446368 -6.88%
A 1991  27.400168  20.438058 5.10%
A 1992 27767615  20.387391 -0.25%
A 1993 32536113  24.463587 19.99%
A 1994 32506094  22.510848 -7.98%
A 1995 33.662134  24.600092 9.28%
A 1996 36.388114  26.132824 6.23%
A 1997  36.813468  25.341540 -3.03%
A 1998 37561196  36.813041 45.27%
A 1999  38.848530  38.137472 3.60%
A 2000 42617531  39.333537 3.14%
A 2001 45951678  42.297647 7.54%
A 2002 51.083956  47.290738 11.80%
A 2003 54.789956  50.809600 7.44%
A 2004 61063242  56.532929 11.26%
F 2005 63.802000  59.272000 4.85%
F 2006 66.693000  62.163000 4.88%
F 2007 69.750000  65.220000 4.92%

Millions of Dollars
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